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§211.25 Termination of offices of for-
eign banks.

(a) Grounds for termination—(1) Gen-
eral. Under sections 7(e) and 10(b) of the
IBA (12 U.S.C. 3105(e), 3107(b)), the
Board may order a foreign bank to ter-
minate the activities of its representa-
tive office, state branch, state agency,
or commercial lending company sub-
sidiary if the Board finds that:

(i) The foreign bank is not subject to
comprehensive supervision or regula-
tion on a consolidated basis by its
home country supervisor in accordance
with §211.24(c)(1) of this subpart; or

(ii)(A) There is reasonable cause to
believe that the foreign bank or any of
its affiliates has committed a violation
of law or engaged in an unsafe or un-
sound banking practice in the United
States; and

(B) As a result of such violation or
practice, the continued operation of
the foreign bank’s representative of-
fice, state branch, state agency, or
commercial lending company sub-
sidiary would not be consistent with
the public interest or with the purposes
of the IBA, the BHC Act, or the Federal
Deposit Insurance Act (FDI Act) (12
U.S.C. 1811 et seq.).

(2) Additional ground. The Board may
also enforce any condition imposed in
connection with an order issued under
§ 211.24 of this subpart.

(b) Factor. In making its findings
under this section, the Board may take
into account the needs of the commu-
nity as well as the history of operation
of the foreign bank and its relative size
in its home country, provided, how-
ever, that the size of the foreign bank
shall not be the sole determining factor
in a decision to terminate an office.

(c) Consultation with relevant state su-
pervisor. Except in the case of termi-
nation pursuant to paragraph (d)(3) of
this section, before issuing an order
terminating the activities of a state
branch, state agency, representative
office, or commercial lending company
subsidiary under this section, the
Board shall request and consider the
views of the relevant state supervisor.

(d) Termination procedures—(1) Notice
and hearing. Except as otherwise pro-
vided in paragraph (d)(3) of this sec-
tion, an order issued under paragraph
(a)(1) of this section shall be issued
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only after notice to the relevant state
supervisor and the foreign bank and
after an opportunity for a hearing.

(2) Procedures for hearing. Hearings
under this section shall be conducted
pursuant to the Board’s Rules of Prac-
tice for Hearings (12 CFR part 263).

(3) Ezxpedited procedure. The Board
may act without providing an oppor-
tunity for a hearing if it determines
that expeditious action is necessary in
order to protect the public interest.
When the Board finds that it is nec-
essary to act without providing an op-
portunity for a hearing, the Board,
solely in its discretion, may provide
the foreign bank that is the subject of
the termination order with notice of
the intended termination order, grant
the foreign bank an opportunity to
present a written submission opposing
issuance of the order, or take any other
action designed to provide the foreign
bank with notice and an opportunity to
present its views concerning the order.

(e) Termination of federal branch or
federal agency. The Board may transmit
to the Comptroller a recommendation
that the license of a federal branch or
federal agency be terminated if the
Board has reasonable cause to believe
that the foreign bank or any affiliate
of the foreign bank has engaged in con-
duct for which the activities of a state
branch or state agency may be termi-
nated pursuant to this section.

(f) Voluntary termination. A foreign
bank shall notify the Board at least 30
days prior to terminating the activities
of any office. Notice pursuant to this
paragraph is in addition to, and does
not satisfy, any other federal or state
requirements relating to the termi-
nation of an office or the requirement
for prior notice of the closing of a
branch pursuant to section 39 of the
FDI Act (12 U.S.C. 1831p).

[568 FR 6359, Jan. 28, 1993]

§211.26 Examination of offices and af-
filiates of foreign banks.

(a) Conduct of examinations—(1) Exam-
ination of branches, agencies, commercial
lending companies, and affiliates. The
Board may examine any branch or
agency of a foreign bank, any commer-
cial lending company or bank con-
trolled by one or more foreign banks or
one or more foreign companies that
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control a foreign bank, and any other
office or affiliate of a foreign bank con-
ducting business in any state.

(2) Examination of representative of-
fices. The Board may examine any rep-
resentative office in the manner and
with the frequency it deems appro-
priate.

(b) Coordination of erxaminations. To
the extent possible, the Board shall co-
ordinate its examinations of the U.S.
offices and U.S. affiliates of a foreign
bank with the licensing authority and,
in the case of an insured branch, the
Federal Deposit Insurance Corporation
(FDIC), including through simulta-
neous examinations of the U.S. offices
and U.S. affiliates of a foreign bank.

(c) Frequency of on-site examination—
(1) General. Bach branch or agency of a
foreign bank shall be examined on-site
at least once during each 12-month pe-
riod (beginning on the date the most
recent examination of the office ended)
by:

(i) The Board;

(ii) The FDIC, if the branch of the
foreign bank accepts or maintains in-
sured deposits;

(iii) The Comptroller, if the branch or
agency of the foreign bank is licensed
by the Comptroller; or

(iv) The state supervisor, if the office
of the foreign bank is licensed or char-
tered by the state.

(2) 18-month cycle for certain small in-
stitutions—(i) Mandatory standards.
The Board may conduct a full-scope,
on-site examination at least once dur-
ing each 18-month period, rather than
each 12-month period as required in
paragraph (c)(1) of this section, if the
branch or Agency:

(A) Has total assets of $250 million or
less;

(B) Has received a composite ROCA
supervisory rating (which rates risk
management, operational controls,
compliance, and asset quality) of 1 or 2
at its most recent examination;

(C) Satisfies the requirement of ei-
ther the following paragraph (¢)(2)(i)(C)
(1) or (2):

(I) The foreign bank’s most recently
reported capital adequacy position con-
sists of, or is equivalent to, Tier 1 and
total risk-based capital ratios of at
least 6 percent and 10 percent, respec-
tively, on a consolidated basis; or
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(2) The branch or agency has main-
tained on a daily basis, over the past
three quarters, eligible assets in an
amount not less than 108 percent of the
preceding quarter’s average third party
liabilities (determined consistent with
applicable federal and state law) and
sufficient liquidity is currently avail-
able to meet its obligations to third
parties;

(D) Is not subject to a formal enforce-
ment action or order by the Board,
FDIC, or OCC; and

(E) Has not experienced a change in
control during the preceding 12-month
period in which a full-scope, on-site ex-
amination would have been required
but for this section.

(ii) Discretionary standards. In deter-
mining whether a branch or agency of
a foreign bank that meets the stand-
ards of paragraph (c)(2)(i) of this sec-
tion should not be eligible for an 18-
month examination cycle pursuant to
this paragraph (c)(2), the Board may
consider additional factors, including
whether:

(A) Any of the individual components
of the ROCA supervisory rating of a
branch or agency of a foreign bank is
rated ‘3"’ or worse;

(B) The results of any off-site surveil-
lance indicate a deterioration in the
condition of the office;

(C) The size, relative importance, and
role of a particular office when re-
viewed in the context of the foreign
bank’s entire U.S. operations otherwise
necessitate an annual examination;
and

(D) The condition of the foreign bank
gives rise to such a need.

(38) Authority to conduct more frequent
examinations. Nothing in paragraphs (c)
(1) and (2) of this section limits the au-
thority of the Board to examine any
U.S. branch or agency of a foreign bank
as frequently as it deems necessary.

[Reg. K, 58 FR 6359, Jan. 28, 1993, as amended
at 63 FR 46121, Aug. 28, 1998; 64 FR 56952, Oct.
22, 1999]

§211.27 Disclosure of supervisory in-
formation to foreign supervisors.

(a) Disclosure by Board. The Board
may disclose information obtained in
the course of exercising its supervisory
or examination authority to a foreign
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